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According to economic analysts and construction industry officials, Mexican engineering and
building companies are expected to continue to benefit significantly over the next several years from
a boom in both private and public construction projects.
One report, released on Oct. 31 by Grupo Financiero Bancomer (GFB), projected that the recent
boom for the construction industry will continue until at least the year 2004, given the commitment
by the government to spend money on needed infrastructure projects such as highways, ports,
dams, housing, and the upgrade of the national railway system. In addition, because of the
Mexican government's commitment under the North American Free Trade Agreement (NAFTA) to
promote projects that will clean up the environment, many companies are expected to find ample
opportunities in such areas as construction of waste water treatment plants, solid waste disposal,
potable water, and other related projects.
The GFB report said that the strong growth in the construction sector is in turn expected to promote
economic expansion in other sectors over the next 10 years, including manufacturing of such
products as steel, cement, wood, heavy machinery, and non-ferrous metals. In addition to public
sector projects, the report said the Mexican construction sector has benefitted from a relatively
steady increase in private-sector projects, especially hotels and other tourist-oriented facilities.
For its part, the National Construction Industry Chamber (Camara Nacional de la Industria de
Construccion, CNIC) issued a similar optimistic outlook for the construction sector. In a report
presented by CNIC president Sergio Jinich Ripstein at an industry convention on Oct. 24, the
organization projected that construction activity would increase by 10% during 1995.

Larger companies to benefit
Notwithstanding the optimistic predictions for the industry as a whole, economists expect the
boom in construction to continue to benefit mostly the larger engineering companies, including
the industry giants Ingenieros Civiles Asociados (Grupo ICA), Triturados y Basalticos (Tribasa),
Grupo Mexicano de Desarrollo (GMD), Bufete Industrial, and Grupo Gutsa. In fact, the CNIC's
Jinich admitted that the construction sector's generally strong performance has been blemished by
the bankruptcy of about 1,000 small- and medium-sized companies since mid-1993, which in turn
resulted in the loss of about 42,000 jobs.
"Perhaps growth in the sector has been concentrated in the large projects," Jinich said. Among
the largest obstacles faced by the small and medium-sized construction companies is the lack of
financing, which in part is tied to tight lending policies by banks.
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Meantime, both ICA and GMD in late October announced new contracts for construction of
public works projects. On Oct. 28, GMD revealed that the company had received new government
contracts equivalent to US$944 million to build a highway near Acapulco and a highway running
from Jilotepec to Atlacomulco in central Mexico. GMD will also build part of a highway circling
Mexico City, and a link between the Pacific coast and the nation's southeast and the Gulf Coast. The
other projects covered by the new contracts granted to GMD include construction of a section of
subway line in Mexico City, and two water treatment plants in the Mexican state of Morelos.
Similarly, Empresas ICA on Oct. 24 received a 30-year contract from the Guanajuato state
government to construct, manage, and maintain a 136-mile highway linking the cities of San Luis
de la Paz, Morelon, and Salamanca. For its part, Tribasa is one of the companies hired by the staterun railroad Ferrocarriles Nacionales (Ferronales) to handle track maintenance and is also one of
the firms hired this year to construct an elevated train connecting downtown Mexico City and a
northwestern suburb.
Additionally, Tribasa and Grupo ICA are part of a consortium involved in the construction of a new
refinery for the state-run oil company PEMEX in Hidalgo state. In addition to the large Mexican
construction companies, some firms from the US and other countries have benefitted from the
construction boom in recent years.
According to CNIC statistics, a total of 28 foreign construction and engineering companies were
involved in projects in Mexico as of mid-1994, nearly twice as many as during 1990. A large number
of these foreign construction companies are based in the US, including Flour Daniel, Bechtel
Group, and the Parsons Corporation, although some European engineering firms such as France's
Companie Generale des Eaux and Britain's Thames Water are involved in joint ventures for
construction of environmental infrastructure projects.
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